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Key Economic Indicators 
(Money Values in Millions of U.S. Dollars 
Except Where Noted) 


Change 
1975 1976 1976-1977 


National Income and Product 
Gross Domestic Product (current prices) 3d 122s ; 19% 
Gross National Product (current prices) 9 292.9 “sue. 
Gross National Product (1972 prices) -9 164, 173. 
Gross Domestic Fixed Investments se 42. 42. 
Real GNP Growth Rate in Rand Terms 5% 53% 
Per Capita GNP (current dollars) 208 245 
Per Capita GNP, (constant) in rand terms R118 = R122 ; 
Population 1.184 1.212 1.24 2.3% 


Finance 
Domestic Credit a° 4 : $27.8 57% 
Interest Rate (%) ; .0% on savings deposits 
Rate of Inflation (%) : ‘ 16.7 as 
Bosotho Remittances : ‘ 113.4 15.2% 


Public Finance 
Government Receipts ; : . 44% 
Current Expenditure ‘ : . 16.7% 
Capital Expenditure ; ; ; 258% 
Public Debt (medium and long term) ; ; : 64% 


Trade 
Recorded Exports ‘ : , -18.3% 
to the U.S. a ‘ 


Principal Exports 
Wool 
Mohair 
Beans and Peas ; ‘ = 
Diamonds é = Mie 


Recorded Imports ‘ $206.5 $241. 16.9% 
from the U.S. 2 5 3.6 


Principal Imports 
Food and live animals 
Beverage and tobacco 
Mineral fuels and lubricants 
Chemicals 
Manufactured Goods 
Machinery and Transport Equipment 
Other Manufactured Goods 





Change 
1976 1977 1976-1977 


Balance of Payments 
Visible Trade Balance $126 $152.5 $180. 
Services Balance 86.9 99. TTS: 
Current Account Balance -13.7 -26. -19. 
Capital Account Balance 10.7 7. 14. 
Overall Balance -3.0 -9, -5. 


Exchange Rate Used: 1 S.A. Rand = $1.3663 for 1975; 1 S.A. Rand = $1.15 


Sources: 


for 1976 and 1977. 


Barclays Bank Economic Conditions in Lesotho 

LNDC, "Newsletter" 

GOL Annual Statistical Bulletin 

GOL Donor Conference Papers 

Various UNECA Publications 

GOL Bureau of Statistics 

U.S. Department of Commerce, Census Bureau, various foreign 
trade publications 





SUMMARY 


Lesotho's economy is improving, principally as the result of increasing 
foreign aid. Although the Government of Lesotho (GOL) is trying to reduce 
its dependence on South Africa, this remains the dominant characteristic 
of the economy. Migrant labor continues to be of central importance to 
the economy. The South African Customs Union is the major source of 
government revenues. Businesses continue to sputter, while tourism is a 
growing industry. Prospects for U.S. trade will remain limited. 


Lesotho's Economic Relations with South Africa 


Being surrounded by South Africa, Lesotho not surprisingly has South 
Africa as its principal trading partner. Lesotho's trade is one-sided, 

a reflection of the country's poverty, less-developed economy, and 1 imited 
natural resources. Imports are twelve times exports. Lesotho's 1976 
trade deficit was $190 million. Estimates for 1977 are for a slightly 
smaller deficit, in the neighborhood of $180 million. 


GOL policy is to reduce its dependence on South Africa as a source of 
food, markets, and investment. However, food production has been declin- 
ing and South Africa remains Lesotho's largest market, and, along with 
Taiwan, the major source of investment capital. The country's estimated 
balance of payments deficit in 1977 of $5.5 million shows a doubling over 
the past two years of the goods and services deficit, which has been in 
part offset by increases in repatriated wages of migrant workers and 
receipts of aid grants. However, as Lesotho is a member of the Rand 
Monetary Union, the adverse balance of payments impact is mitigated in 
that nearly all foreign goods and services come from South Africa and 

are paid for in S.A. Rand. Lesotho has announced plans to introduce its 
own currency during the current year. The currency will be backed by and 
tied to the Rand and Lesotho will continue as a member of the Rand Mone- 
tary Union. 


Some 95 percent of Lesotho's tourists are South Africans. Lesotho's wool 
and mohair clips are sold through South African marketing boards. As a 
member of the South African Customs Union, Lesotho receives more than half 
of its recurrent budget from the taxes and duties collected by the SACU. 
It is projected that 78 percent of the nation's recurrent budget for 1978- 
79 will be derived from these revenues. 


IMPACT OF FOREIGN AID: Dependence on Remittances 


Foreign aid is being directed into several sectors of the economy, in order 
to (a) improve employment opportunities; (b) enhance farmers' income; and 
(c) improve the marketing of Lesotho's leading goods and produce. The 





greatest emphasis has been in the agricultural sector with road improvement, 
the reorganization of marketing boards, large agricultural development and 
research projects and soil conservation schemes being directed toward those 
goals. Health, education, water, and communications are also receiving 
large amounts of foreign aid. Over the six year period, 1975-1980, Lesotho 
is estimated to receive an average of $57 million a year in foreign aid. 


In 1977 approximately 130,000 Basotho---the national tribe of Lesotho--- 
were working in South African gold mines and collieries. Another 30,000 
were estimated to be working in other mines and elsewhere in the South 
African economy. This source of employment remains crucial for Lesotho, 
which has very limited opportunities for its people within its national 
borders. Since 1975, 60% of the mine workers' salary, exclusive of the 
first and last months of the contract, is deposited in an interest bearing 
account with the Lesotho National Bank, to be withdrawn upon the worker's 
return to Lesotho. For the year 1977 some $24 million was deposited in 
Lesotho under this arrangement. The GOL is thus heavily dependent on 
foreign aid and the repatriated earnings of its migrant workers to offset 
its trade deficit. Dependence on foreign aid may increase should the 
repatriated earnings cease to rise as dramatically as in the recent past. 


Business in Lesotho 


The Lesotho National Development Corporation (LNDC) is a wholly govern- 
ment-owned corporation created to promote industrial, tourist, mining and 
commercial projects in Lesotho. To date, most LNDC subsidiary companies 
have been operating marginally or at a loss. The financial problems of 
the subsidiaries appear to be the result of undercapitalization and 

poor marketing and management. To attract new firms and investments to 
Lesotho, the LNDC and the Lesothan Government offer the following incen- 
tives: a six year tax holiday under the Pioneer Incustries program, a 
non-nationalization policy; assurance of profit repatriation; industrial 
sites, buildings, and utilities; equity or loan participation; and feasi- 
bility studies. 


The newest LNDC venture is in the diamond business, a 10% participation 
in the National Diamond Corporation, with Reinhold Brothers of New York, 
which hopes to employ 300. While traditionally private foreign invest- 
ment and business in Lesotho has been South Arican, there are a few 
British and other European businesses as well as a number of Taiwanese 
commercial and industrial ventures. Investments are increasing, with 
activity centering on Maseru and Maputsoe. Recent additions include an 
electrical equipment plant and a lamp factory. Shopping centers are 
planned for both cities. 





TOURISM 


Tourism as an industry is being developed in Lesotho as rising numbers of 
visitors and hotel construction attest. The number of visitors has tripled 
since 1975 to an estimated 230,000 in 1977. A new Hilton will open in 
mid-1979; the Holiday Inn and the Hotel Victoria already cater to inter- 
national tourists. 


An international airport near Maseru is in the planning stages. The 
National Tourist Office, together with the LNDC, is seeking to attract these 
tourists out from their traditional city locales into rural Lesotho. Regu- 
lar tours have been initiated and the LNDC has built small new hotels and 
upgraded others in the outlying areas. 


IMPLICATIONS FOR THE UNITED STATES 


The Lesothan economy is gradually strengthening. Mining and handicrafts 
remain strong; the manufacturing sector appears to be having more openings 
than closings and should gradually take on more importance for the economy. 
Construction continues to be active. Nonetheless, Lesotho's economic 
dependence on South Africa, particularly with regard to Customs Union 
receipts and migrant remittances, leaves Lesotho at the mercy of decisions 
over which it has little control. The water/power scheme currently under 
discussion between Lesotho and South Africa would be a significant step 
into economic interdependence, with Lesotho selling much needed power and 
water to South Africa. 


U.S. Trade and Investment Prospects 


American investment would be very welcome in Lesotho. Export sales pros- 
pects are modest, because of the presence in many cases of competing 

goods from South Africa. Areas worth considering would include food ship- 
ments, road construction equipment, and four-wheel drive sand/mountain 
vehicles. 
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